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ABSTRACT 

This paper presents facts to use in evaluating 
changes in incoaes of faailias with children, focusing on the period 
from 1967-1984 and making coaparisons with the proceeding two 
decades. Changes in average faaily income are examined, as well as 
incoae changes in a variety of socioeconoaic groups. Coaparisons are 
provided of current and past econoaic performance and changes in the 
sources of faaily incoae. The aajor findings were: Dave rage real 
incoae increased between 1967 and 1973 and declined between 1973 and 
1984; 2) these changes contrast with the 1949-1969 period, when 
incoaes grew rapidly for all faailias; 3) the period froa 1967-1984 
was one of rising incoae inequality, with incoae declines in the 
lower 40% of faailias and increases in the top 40%; 4) poverty in 
families with children has increased in the 1967-1984 period due in 
part to growth of feaale-headed households; 5) incoae decreases would 
have been even greater over the recent past had it not been fot**the 
increase in working women; 6) working wives raised aean faaily incoae 
and reduced poverty in the bottoa fifth of the population froa 
1967-1984; and 7) while the real level and poverty- reducing effects 
of cash transfers have declined since 1973, transfers still reduce 
poverty significantly. These findings are exaained in detail 
throughout the report and are illustrated in tables of statistical 
data. (CG) 
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How Hava Faailias with Childran Bun faring? 



Introduction 

This paper pros an 1 factual basis with which to svaluata chaugas 
in the Incomes of famil.es with childran during the recent past. We ana- 
lyse changes not only in faally Income on mn|«, bat also la incoaes at 
a variety of positions along tha income distribution; we provldo com- 
parisons of currant and past aconoalc parforaaneas and an examine tha 
changing sources of faally Income. 

Bacausa avaragas suaaarlaa tha diverse experiences of all feallles, 
th*y obscure the aide variety of Individual experiences. Average faally 
Ir one can Increase, even though die Incoaes of a aajorlty of faallleo 

*ne, If the Incoaes of the minority Increase sufficiently. An 
Increase of this neture any be perceived very differently than a smaller, 
but widely shared, improvement in Incoae. Furthermore, one's evaluation 
of two such divergent eases any depend upon which feallles gained and 
which lost. If the minority that experienced large Incoae 1 ureases con- 
tained the poorest feallles, one's evaluation eight dlfft - fron the case 
in which the richest feallles gelned. As a result, this study focusM on 
changes in faally Incoae both on average end at a variety of positions 
along the Incoae distribution. 

The second issue we emphasize is the contrast between current and 
past economic performance. A smell annuel growth r*te. even if it U 
sustained over a long period, may be perceived es nestle fee tory if It 
follows a period of even higher sustained growth sates. Thus, although 
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the focus of this study Is on the 1967*1984 period , we also provide com- 
parisons with the experience of the prior two decades. 

Ve do not analyse year-to-year Income fluctuations, or even fluc- 
tuations over relatively short periods of years, because of our Interest 
In long-run changes In family locoes. Although Incomes amy grow rapidly 
In the short run es torn economy recovers from recession, the relevant 
point of comparison Is the relationship between family income in the 
post-recession period and that In the pre-recesslon period. It Is true, 
by definition, that post-recession Incomes ere, on average, higher then 
they were during the recession. 

The third factor we consider In evaluating changes In the Incomes of 
families relates to changes in the sources of income. An Increase in 
Income generated by higher wage rates has different implications from on* 
generated through Increased hours of work— Increased work reduces time 
available for leisure and/or work in the home, whllo higher wages 
increase incomes without reducing available time. This study emphasises 
two Income sources which have become increasingly important in recent 
years— the earnings of wives, which affect total family Income as well as 
time available for leisure and home activities; and government cash 
transfers, which affect income without requiring additional work effort. 

This study focuses on the following questions: 

* How did reel msan incomes for families with children change during 
the 1967-1984 period? How did the experience of femllles In this 
period differ from that of families in the prior two decades? 

* How have poverty and income inequality changed? What has happened 
to the differences among lower-income, middle-income, and upper- 
income families? 
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• Hew have th« sources of family income changed? What have been the 
contributions of husbands' earnings, wives* earnings, and iovarn- 
aent oath tranafaraf 

Bafoca presenting da tailed information, va provide a broad picture 
of changa ■ in tha econonlc well-being of families. 

Overview 

To appraclata how tha economy baa performed In tha meant past, it ia 
uaaful to contraat this axpatianca with that of tha 1930a and 1960a. Tha 
1949-1959 daeada waa characterised by coder* to aeononle growth. Tha 
average income of all pereona <aa meaeured by real par capita dlepoaable 
income) rose in all but two jeers, achieving an annual real growth rate 
of 2.0 percent. During the 1960a and early 1970a, economic growth acce- 
lerated. Between 1959 and 1973 there were fourteen consecutive yeara of 
growth in reel disposable income per capita, averaging 3.6 percent per 
yeer. 

The high rates of growth of the 1960s and early 1970s have not been 
sustained, however. During the eleven years from 1973 to 1984, real dis- 
posable income per capita dropped in three years--1974, 1980 and 1982. 
The ennual rate of real growth since 1973 declined to 1.9 percent, Just a 
little more than half tha growth rate of the 1959-1973 period. 

Disposable income per capita provides an annual measure of aggregate 
changes in average living standards. It does not, however, provide the 
4e tell necessary to exaalne trends in well-being for families of dif- 
ferent types or trends in the sources of family income. The Census 
Bureau does provide such dsta, which we use in this paper, but its defi- 
nitions of income end of the femily unit are different. 1 
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Despite these differences, the changes In mngi fully income 
refltcud la the Census data an similar to the aggregate economic trands 
discussed above* Aa dlspoaabla Ihcom par capita incraaaad, ao did 
average family Income. The major exception la for the 1973-1984 period, 
whan dlapoaable Income per capita Incraaaad bat Man family income 
decreased. 

Va turn now to a brief stannary of our najor f ladings for fanllles 

with children: 

o Average real income increased between 1967 and 1973 and declined 
between 1973 and 1984. The increases ware smaller and the 
decreases let gar for female-heeded than for 'wo-parent fanllles. 
Mean real incomes in 1984 ware below the 1967 level for female- 
headed fanllles but somewhat above the 1967 lerel for two-parent 
families. 

• These Income change? are In stark contrast to those of the 
1949-1969 period, whan Incomes grow rapidly for all typos oil 
families. In addition. Income growth rates for post-1967 cohorts 
warn lower than they wore for cohorts of similar agaa during die 
1949-1969 period. 

a The entire 1967-1984 period was one of rising Income inequality, 
with large Income declines for the bottom 40 percent of families 
and incona Increases for the top 40 percent. The tun Income of 
all quint ilea was lower In 1984 than in 1973. This Is in sharp 
contrast to the 1949-1969 period, whan Inequality declined 
somewhat. 

o Poverty for families with children has incraaaad over the 

1967-1984 period because of the growth In the number of Ik s- 
headed famlllea, die incraaaad Incidence of low eernlnge among 
male heads of famlllea, and the decline after 1973 In the real 
value of cash tranefers per pre transfer poor family. 

• The disappointing experiences of famlllea over the recent peat 
would have been evan worse had It not been for the incraaaad 
earnings of wives and of women heading households. Without those 
earnings, the family Income Increases of two-parent fanllles would 
have been smaller and the Income decreases of female-headed fami- 
lies would have bean larger. 

• The earnings of wives raised mean family Income, reduced poverty, 
and increased the Income shares of the bottom qulntlle. All of 
these effects Incraaaad between 1967 and 1984. 
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• Although the ml lev*l and poverty- reducing effects of cash 

tntufiri lav* declined iluce 1973, transform still reduce poverty 
significantly. 

Vo now turn to a ds tailed examination of ths data. 
Recent Changes in Reel Family Income 

Faallles with children, the subject of Ola study, constitute a 
declining aluorlty of all households, but still account for a Majority of 
all parsons. For exaaple, 45 percent of all households in 1967, but only 
35 percent In 1984, contained a child under 18 years of age. Because 
faallles with children contain sore persons than the typical household, 
the 35 percent of households In 198 \ who are the focus of this study 
accounted for 56 percent of all parsons. We do not examine changes in 
lncoee of single individuals, cnlldless couples, and other living units 
containing only adults. 

Token es e whole, the 1967-1984 period was one of economic stagna- 
tion relative to the previous two decades, but experiences differed 
widely in the 1967-1973 end 1973-1984 subperlods. Teble 1 and Chart 1 
show aean fanlly lncoee in constant 1984 dollars for four selected years 
for all faallles with children, and for subgroups defined by the number 
of parents in the household end the ssx and race of the feally head. 2 Va 
chose 1967 end 1984 becsuse they are the earliest and letett years for 
which comparable computer tapes are available from the Census Bureau* s 
annual March Current Population Survey (CPS). The in termed 1st* years, 
1973 and 1979, were two of the "best" yeers for family economic well- 
being durl. c this period. Both were marked by lower unemployment rates 
than surrounding years and both preceded severe recessions. 
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Mam Kml Intra* of MbUIm with Childmi «d 
tHiflm—t Rataa, Salactad tea, 1967-1904 
(1964 dollaxa) 



1967 1973 1979 1984 




All laaUiaa ulth 



Cfalldcan 


$28369 


$32,206 


831,138 


829,527 


•H3.5X 


-6.31 


44.1% 


Whita 


29,697 


33^99 


32^26 


31398 


414.0 


-7.6 


45.4 


Black 


17,790 


20,708 


20,150 


18,504 


416.4 


-10.6 


44.0 


HI— to 


IWa 




23 778 


21 £63 


ft A 
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a*, ah 
Me 


All IWcrfiucant Radllaa 
















with Orildcan 


30,139 


35,493 


3533 


3*379 


4173 


-3.1 


414.1 


Write 


30363 


36,276 


35,976 


34354 


4173 


-3.6 


412.9 


Black 


21,121 


27,040 


28,645 


28,096 


428.0 


43.9 


4333 


Hiaparic 




26,247 


27,539 


25,777 


n»a. 


-2.5 


tua. 


All Paada-Baaad 
















Badllaa uLth Qdldnn 


14,184 


14,371 


14,530 


13357 


41.3 


-7.8 


-6.5 


Whlta 


13336 


15353 


16316 


14,611 


40.1 


-73 


-7.7 


Black 


10,819 


11,619 


11,710 


10322 


47.4 


-93 


-2.9 


Hiaparic 


tua. 


12,175 


11,223 


10,560 


IUU 


-133 


n*a« 


Unaaplnjaant Rati 


3.8X 


4.9Z 


53Z 


7.7% 


4&.9 


457.1 


4102.6 



Source ttalaaa aatati othavlsa, all <kta In all tfaa tablaa la this {apar an tea cca- 
putatfona tm anthoca tea thi oaputar tapaa tern tht Much 1968, 1974, 1980 
and 1985 Octant Bopalatkn Sways. 



n.a. - Not cmllabla; tfaa Oaaua Buraau did not bajfa oaUactfcaj anal cfcta en paraont of 
Hiaparic origin la tfa Gamut Population Sorvajr until 1972. 

•Daflnal aa 100 * (1984 aaan- aazllar-jaar anaO/aarllac-yanr aaan. 
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Chart 1 
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The 1967-1984 period can be characterized by three trends. Average 
Incomes grew between 1967 end 1973, were fairly com tent between 1973 end 
1979, end then declined sharply in the early 1980s. Between 1967 end 
1973 the seen Income for all feallles with children increased by 13.5 
percent. Increases far two-parent feallles were larger, but there was 
alaost no incoae growth among female-headed families. The 1973-1984 
period was one of declining real income for ell types of families (the 
only caption being black two-parent families). 

On averege, families in 1984 were only slightly better off than they 
were in 1967. The 1984 meen income for all families with children, 
$29,327, was 4.1 percent above the 1967 level, but 8.3 perceut below the 
1973 peek. Slallar trends are evident for white, black and Hispanic 
families. But female-headed families had lower reel incomes in 1984 than 
in 1967. 

If the Census data accounted for direct taxes peld, most of the 
modest real Income gains shown in Table 1 for the 1967-1984 period would 
become losses. These taxes have grown for almost all types of feallles 
over this period, end their average growth exceeded the 4.1 percent 
income growth for ell feallles. In addition, the percentage increases in 
taxes have been larger for those et the bottom of the distribution than 
for those at the top.* 

a The 1967-1984 period was characterized by stagnant reel incomes. 

a Considering the rise in personal taxes over the period, the 

typical family with children had a lower real income in 1984 than 
in 1967. 

11 
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Demographic Shifts and Differences In Egg 1 family Income across 
Demographic Groups 



While thici ere large differences In the moan tecomes of white and 



fewle-hsaded families of the nun met. In 19A4 Mack two-parent fanl- 
llas had about 80 pareant of tba Incoma of white tro-perait families. 
But tfaa Man Income for vhlta female-heeded families una only about 40 
pareant of that of irhite two- pa rant families and a little more than half 
of that of black tiro-parent families. Furtharmosa, the gap batween two- 
parent and female-headed families has widened omr time. 

At the same time that the economic position of female-headed families 
waa declining relative to that of two-parent families, their relative 
numbers were Increasing among whites , blacks , and Rlapanlca. Telle 2 and 
Chart 2 show changes In the number and composition of families with 
children. Because over 80 percent of all families with children are 
headed by whites, trends for all f ami Ilea are dominated by the experien- 
ces of whites. 

The proportion of families headed by women doubled , from 10.4 percent 
In 1967 to 21.3 percent In 1984. In 1984 , two parents were present In 
only 44,1 percent of all black families with children. Of the 7.1 
million female family haada In 1984 (21.3 percent of the 33.3 million 
families) , 22.1 percent had naver baen earrled, 64.3 percent were 
divorced or separated, and 11.3 percent were widows. Thus, the vast 
majority of children currently living In families headed by their mothers 
previously lived In two-parent families which had, on average, much 
higher average Incomes. 



minority families, there are much larger differ 



between male- and 
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Tabla 2 

Tha Coapo«5 tlon of Full i as with Children, by Nuabar of Paranta 
and Sax of Haad, and tha Nuabar of Faalllaa, 1967-1984 





1967 


1973 


1979 


198.; 


All Faailias with Childran 










Two paranta 

^InaTlal QAfAflt. BatXal 

Slngla paranta faaala 
Nuabar (all lions) 


88. IX 

1.5 
10.4 

ISO 

29.0 


43. 6Z 
1.8 
14.6 

31.1 


78. 4X 
2.5 
19.1 
ISO 

32.2 


75.35 
3.4 
21.3 
T5CT 
33.3 


White Panilias with Children 










Two ptrtnti 

Slnala arrant, aala 

daHAav a^* BiaPBaa»a) h^baw 

Slngla paranta faaala 

Numl^r (millions) 


90.9 
1.3 
7.8 
100.0 
25.5 


87.4 
1.6 
11.0 
100.0 
26.8 


83.0 
2.3 
14.7 
100.0 
27.3 


80.2 
3.3 
16.5 
100.0 
27.7 


Black Faalllaa with Childran 










Two pa root* 

Slnglo paranta mIo 

Slngla paranta faaala 

Nuabar (millions) 


66.1 
3.1 
30.8 

TooTo" 

3.2 


57.3 
3.0 

39.7 
100.0 
3.8 


48.3 
3.8 

47.9 
100.0 
4.3 


l t a 

44.1 
4.1 

51.8 
100.0 
4.6 


Hispanic Faalllaa with Childran 










Two pa rants 

Slngla pa rant, aala 

Slngla pa rant, faaala 

Dunbar (millions) 


a. a. 
n.a. 
n.a. 
a. a. 
n.a. 


/3.1 
2.1 
19 ,C 
100.0 
1.8 


75.3 
2,8 
21.9 

TooTo 

2.3 


70.5 
4.C 

25.5 
100.0 
2.8 



Hota: Bacauaa whlta, black, and Hispanic* ara not mutually axclusiva 
catagorlas, tha nuabar of all faalllaa with childran doas not 
aqual tha sua of tha thraa groups shown* Saa footnota 2 in taxt 
for daullsa 
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The effect of fcfeese demographic change* it particularly important for 
black-white income comparisons, rha income gap between black end white 
two-parent families nrrrowed batwaan 1967 and 1984— the black-white 
income ratio for these families increased from .68 to .80. The income 
gap between black and white female-headed families also narrowed during 
this period— their hleck-vhlte income ratio rose from .68 to .72. Yet 
the black-white j^^ie ratio among all families with children was 
unchanged, et .60, because of the larger shift for blacks than whites 
toward female-heeded families. White two-parent families declined from 
90.9 to 80.2 percent of all white families with children, while black 
two-parent families declined from 66.1 to 44.1 percent of all black fami- 
lies witn children. 

a Between 1967 end 1984, the shift towerd female-heeded feaillea 
lowered mean income for ell families with children, particularly 
for black families. 

Long-Run Trends in Average Family Income 

While the changes from 1967 to 1984 in family Incomes are disap- 
pointing in their own right, they are in sharp contrast to the rapid eco- 
nomic growth of the preceding two decades. Teble 3 compares the average 
annuel growth In reel family income for the 1949-1969, 1967-1973, and 
1973-1984 periods (the 1949 and 1969 data cone from the decennial 
Censuses of 1950 and 1970). Tue two postwer decades saw rapid growth in 
family income among both two-parent and female-heeded families with 
children. Mean family incomes grew by about 6 percent per yeer. Between 
1967 and 1973, growth was about 3 percent per yeer for two- pa rent fami- 
lies and less than 1 percent for female-headed families. Growth per year 
was negative from 1973 to 1984. 

16 
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Table 3 

Average Annual Rata of Growth of Real Family Incoaa, 1949-1969, 
Compared to 1967-1973 and to 1973-1984 



Annual Rata Annual Rata Annual Rata 
1949-1969* 1967-1973° 1973-1984 6 



All Families with 

Children 5.75Z 2.25% -0.75X 

White 5.00 2.34 -0.69 

Black K.34 2.73 -0.96 

Hispanic 5.88 n.a. -0.63 



All Two-Parent Families 

with Children 6.17 2.96 -0.28 

White 6.18 2.86 -0.33 

Black 10.41 4.67 40.35 

Hispanic 6.3? n.a. -0.23 



AU Peaale-Heeded 

Families with Children 5.67 0.21 -0.71 

White 5.68 0.02 -0.71 

Black 9.92 1.23 -0.71 

Hispanic 5.02 n.a. -1.21 



Source for 1949 and 1969 data: Computations by the authors from the com- 
puter tapes froa the 1950 and 1970 decennial Censuses. 

Note: While the Current Population Survey did not collect information on 
Hispanic origin in 1967, the decennial Censuses did collect those 
data. 

•Defined as 100 x ((1969 real incom* - 1949 reel income)/ 1949 real income) 

♦ 20. 

^Defined as 100 x ((1973 real income - 1967 real income)/ 1967 real Income) 

♦ 6. 

c Deflned as 100 x ((1984 real incoaa - 1973 real incone)/1973 real income) 

♦ 11. 
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The date presented thus far provide e snapshot of sun Income for 
femllies of oil ages In any yur. Sine* a family's lncoaa ganarally 
lncreeses a_ -t pasta* through ltt prlne-eernings years, we present data 
on tha income « of cohorts of families at two dlffarant points In thalr 
Ufa cyda. Row 1 of Tabla 4 shows tha aaan farlly lncoaa In 1984 
dollars for faaillas with hands between tha agas of 25 and 45 In 1949, 
who wars batvaan tha agaa of 45 ana 65 In 1969. 4 Naabara of this cohort 
axparlancad rapid lncoaa growth as thay naturad— 7.3 parcant par yaar. 
Thosa who vara 25 to 45 In 1967, however, axparlancad only a 2.0 parcant 
par yaar lncoaa Incraasa as they passad through thalr prima earnings 
years between 1967 and 1984. 

If one reads down tha columns ot Tabla 4, tha lncoaa stagnation of 
tha recent years Is again apparent. Column 1 shows tha Incomes of fami- 
lies whose heads ware 25 to 45 at different points In time. Those who 
were 25 to 45 In 1967 were much better off then those who bad been In 
this age group In 1949— the mean Income of this cohort bad increased by 
over 80 percent, from $14,733 to $27,047. Those who were 25 to 45 In 
19*4, however, ware only slightly batter off than their comparison group- 
-their mean, $28,073, was only 3.8 percent ebove the mean of tha 1967 
cohort. 

e Families with children have fared poorly In tha last 10 yaars, 
particularly when that experience Is contrasted with tha rapid 
growth of tha 1949-1969 period and tha slower growth of the 
1967-1973 parlod. 

o this Income stagnation Is apparent for comparisons across dif- 
ferent cohorts as wall as for cohort members as thay proceed 
through their life cycle. 
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labia 4 v 

Changat In laal lncoaa for Cohort* of All Manillas with Chlldron 

(1984 dollars) 



Cohort 


lncoao 

25-45 




InowN In 
Utu Toor 


ATorag* Annual 
lata of Growth 


Agat 25-45 
In 1949 


Agat 45-65 
in 1969 


$14,733 




$36,229 


• 

+7.3X* 


Ages 25-45 
iu 1967 


Agot 42-62 
in 1984 


27,047 




36,424 


+2.0 b 


Agat 25-45 
In 1984 




28,073 








•Doflnod at 

♦ 20. 


100 x ((1969 raal lncoao - 


1949 


rani ineom 


)/1949 roal lncoaa) 


frDafinad at 


100 x ((1984 tool lncoaa - 


1967 


roal IncoM 


«)/1967 raal lncoaa) 



♦ 17. 
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Changes In Incoaa Inequality 

Changes in the Man indicate how the "typical- fully farad, but thay 
obscura tha dif faring patterns of incoae changaa that hava occurrad for 
faalllas at dlffarant poaitiona in tha incoaa distribution. To w hw 
faalllas of "low", "eiddla" and -high" incoM hava farad, we classify 
faalllas with chlldran into ooa of flva quint lie a, en* coapute tha par* 
cantaga of incoae racalvad fay sach of thasa fifths of faalllas. Changas 
in Incoae sharas provlda a uaaful indicator of changas in IncoM ina- 
quality* 

Two points stand out for aach of tha four distributions shown in 
Tabla 5 and Chart 3. ?irst, tha ax tan t of inequality is larga in any 
year — in 1984, tha pooraat 20 parcant of all faalllaa with chlldran 
racalvad 4.16 parcant of aggragata incoaa, whila tha richest 20 parcant 
racalvad nore than tan tiaaa that amount, 42.13 parcant. 

Sacond, the degree of inequality has increased substantially since 
1967. Consider the ratio of the 1984 incoaa share to the initial-year 
share shown for eech of tha four faally types in Tabla 5. A ratio less 
than 1.0 indicates that tha qulntlla now has a saaller proportion of 
incoaa; a ratio greater than 1.0, that tha qulntlla now has a greater 
proportion. Por all faalllas with children, and for whites, blacks and 
Hlspanlcs, tha pattern is identical— tha highest- Incoaa faalllas have 
gained and the lowest-lncoaa faalllas have lost: in all cases the bottoa 
60 perceut lost, while die top 40 percent gained. The l*r«etit declines 
have been in the lowest qulntile and tha largest increases in the 
highest, but there were also larga declines in the second, and increases 
in the fourth, qulntile. 
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Tablo 5 

Share of Aggrofato Iocom RacolTOd by Each Qulutllo 
of ftaillat with Chlldron, 1967-1984 



OttlntUo Shin of laoo— 





1 
1 


m 






K 


Total 


All Pealllea with 














Chlldrm 














1967 


6.S9Z 


13.36Z 


18.05Z 


23.46Z 


38.54Z 


100 .OX 


1973 


5.78 

* O 9 W 


12.84 

Aft • W^ 


18.00 

AW . WW 


24.09 


38.28 


100.0 


1979 


5-18 

* 0 AW 


12.33 

A A O 


18.55 

AW . 


24.56 


39.38 


100.0 


1984 

A ^w^ 


4.16 


11.17 


17.50 


25.04 


42.13 


100.0 


Emtio i 198* '1967 

MvAVt A^W" **Vi 














Shan 

wUBf>W 


V O W J 


0.84 


0-97 


1.07 


1.09 

A . W * 


i.oo 


Uhlt* F— lllea with 














Chlldron 














1967 


7.32 


13.71 


18.04 


23.09 


37.84 


100.0 


1973 


6.46 


13*33 


18.02 


23.66 


38.52 


100.0 


1979 


5.88 

^ e w 


12.93 


18.46 


24.50 


38.24 


100.0 




4-75 


11.98 

A A . 70 


17 .97 


24.29 


41.01 

^ A .WA 


100.0 

A WW .W 


















w. wV 


0.87 

W.W / 


0.99 


1.05 


1.08 

A .WW 


1.00 

A .WW 
















Chlldron 














1967 


5.27 


10.88 


17.02 


24.45 


42.38 


100.0 


1973 


4.84 


10.39 


16.56 


25.06 


43.16 


100.0 


1979 


4.14 


9.43 


15.83 


26.00 


44.60 


100.0 


1984 


3.50 


8.25 


15.12 


25.18 


47.96 


100.0 


Ratio: 1984/1967 














Share 


0.66 


0.76 


0.89 


1.03 


1.13 


1.00 


Hispanic Faallles 














with Chlldron 














1967 


n.a. 


n.a. 




n.a. 


n.a. 


n.a. 


1973 


6.02 


11.83 


17.25 


24.43 


40.47 


100.0 


1979 


4.83 


10.83 


17.07 


24.76 


45.51 


100.0 


1984 


4.08 


9.93 


16.98 


25.45 


43.56 


100.0 


Ratio: 1984/1973 














Share 


0.68 


0.84 


0.98 


1.04 


1.08 


1.00 



Mote: Quin tiles are defined separately for aach of the four types of 
families shown for each year. 
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Chart 3 



SHARES OF AGGREGATE INCOME: 1967 

ALL PAMOJCS WITH CHILDREN 




SHARES OF AGGREGATE INCOME: 1984 

ALL FAMILIES WITH CMLOROC 



QUM.1 (44X) 

0UIN.2 (11.251) 



QUIH3 (42.1*) 




QUtN.3 (17.991) 



QUIN.4 (2S.0X) 
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Just as with Man fully Income, th« trend la qulntlle shares sine* 
1967 differs dramatically froa tha parlod covering 1949 to 1969. Chart 4 
•hows tha changa In tha proportion of aggregate income received by aaeh 
qulntlle during tha 1949-1969 and 1967-1984 porioda. Doring tha earlier 
parlod, tha Ineoaa distribution shift*! somewhat toward lass laaquallty 
as tha lowast qulotlla iacraasad its ahara and tha eheres of tha othar 
four qulntllas dacllnad a small amount. Tha ahara of tha lowast 20 par- 
cant of all families with children laeraaaad from 4.66 to 5.68 parcant 
batwaan 1949 and 1969 (shown aa a positive 1.02 percentage-point 
difference In Chart 4), while the ahara of tha highest 20 parcant 
declined slightly, from 40.46 to 40.21 percent, and that of tha next- to- 
highest qulntlle declined from 23.80 to 23.38 parcant (these latter Mo 
are shown as negative percentege-polnt differences in Chart 4). 

Table 6 combines the Income share data froa Table 3 with the asan 
Income deta froa Table 1 and shows tha aaan income in constant 1984 
dollars for each qulntlle, for each of four family types. The mean 
Income in a qulntlle changes when its Income share changes end when the 
amount to be shared (aggregate income) changes. For example, between 
1967 and 1984, meen Income for all families Increased by 4.1 percent, but 
the shore of the lowest qulntlle declined sufficiently to result in a 
34.3 percent decline, froa $9347 to $6142. Over tho saae period, the 
aean Income of the highest qulntlle Increased from $34,665 to $62,198 
because its share of the growing mean Increased. A typical faally in the 
second qulntlle lost 13 percent ($18,930 to $16,491) while one in the 
fourth qulntlle gained 11.1 percent ($33,276 to $36,967). Thus, there 
were shifts in Income not only from the poorest to the richest femllles, 
but also from lower-middle- lncoae to upper-middle- income faallles. 
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Chart 4 



ALL FAMILIES WITH CHILDREN 

Differences in quintile shares 



3 - 
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0 



I 



QUIN.4 
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Table 6 

Hmd Income of Faalllet with Children by ZneoM Qolntlle 
In Constant Dollar*, 1967-1984 
(1984 dollar*) 









Moan Inc 


ana of Qaintllo: 




Moan of 

All 
fanUles 


1 


2 


9 


m 


5 


All Pantiles with 














Chlldran 














1967 


$9347 


$18,930 


$25,602 


$33,276 


$34,665 


$28,369 


1973 


9308 


20,678 


9A Oft 

25,955 


95 , /yo 


63.258 


32.206 


1 BIO 

1979 


and 

903/ 


10 1 TO 

19,1/9 


25 , 999 


35,209 


Dl , 29P 


91 , 195 


1984 


6142 


16,491 


25.836 


36,967 


62.198 


29,527 


Poreontago Change, 














1967-1984 


-34.3 


-13.0 


40o9 




+13.8 


+4.1 


1973-1984 


-34.0 


-20.2 


•10 e 9 




-1.7 


-8.3 


Vhlto Fanlllos ilth 














Chlldran 














1967 


10,870 


20,359 


26,789 


34,288 


56,191 


29,697 


1973 


10,936 


22,567 


90,90/ 


Aft AM 

40,099 


65.211 


33,859 


1C7Q 




91 909 
all • at at at 


OA AAA 

90,299 


iA A1 O 

40,219 


A9 7*A 
Oaf , /CMt 


?9 nl9at 
Jat ,5atO 


1984 


7433 


18,748 


9fi 119 
M ,llat . 


tfl A1A 

J5,01dt 


64,178 


31,298 


Poreontago Change, 














1967-1984 


-31.6 


-7.9 


44.9 


+10.9 


+14.2 


+3.4 


1973-1984 


-32.0 


-16.9 


-7.9 


-3.1 


-1.6 


-7.6 


Black Fanlllos with 














Chlldran 














1967 


4686 


9674 


15,134 


21,740 


37,683 


17,790 


1973 


3011 


10,758 


17,146 


25,947 


44,687 


20,708 


1979 


4171 


9501 


15,949 


26,195 


44,935 


20,150 


1984 


3238 


7634 


13,989 


23,296 


44,371 


18,504 


Poreontago Change, 














1967-1984 


-30.9 


-21.1 


-7.6 


+7.2 


+17.7 


+4.0 


1973-1984 


-35.3 


-29.0 


-18.4 


-10.2 


-0.7 


-10.6 



table continues 
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Table 6, continued 



Mann of 

Mjjj Inco— of Qnlntllet All 





T 

* 


J 


3 


4 


5 


laniliaa 


Hlnnnnle Faallles 














with Children 














1967 


n.a. 


n.a. 


n.a. 


n.a. 


n.a. 


n.a. 


1973 


7007 


13,770 


20,079 


28,437 


47,107 


23,280 


1979 


3742 


12,876 


20,293 


29,437 


30,340 


23,778 


1984 


4419 


10,736 


18,392 


27,366 


47,181 


21,663 


Percentage Change, 














1973-1984 


-36.9 


-21.9 


-8.4 


-3.1 


+0.2 


-6.9 



Mote: Qulntiloo aro dofiaad Mparately for oach of tha four typoa of faalllaa 

•bown for aach yttr. Th&a, a group with a higher mm Inco** it likaly to 
hava a higher Man in ovary qulntllt. 
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T ht bmo income of all qnlstUu wae lower la 1984 than in 1973, and 
inequality coatiaued to increes*. Tht percentage decline for all fami- 
lies ranged froa 34.0 and 20.2 pareoat la the lowest too qalatUaa to 4.7 
and 1.7 • * top CM qalatUaa. Tha 1973-1904 experience of the three 
aiddle-lacoae quintiles differed dramatically froa their oxparlaaca 
between 1967 aad 1973, when thair aaaa income grow by 9, 13, end 17 par- 
ent, respectively. 

Cbaages la aaaa laeoaa par qaintlla for tha 1979-1984 aabpariod vara 
similar to those for tha 1973-1984 pa Mod, with oaa exception. Betweea 
1979 aad 1984, tht aaaa laeoaa for tha top quia tile of all faalllea aad 
of whit* feailies increased. Tha ueaus for tha other four quintiles and 
for ell five Mack aad Hltpaalc qulatlle* were lower in 1984 than they 
were in 1979. 

e Although inequality decreased slightly betoeea 1949 aad 1969, it 
Increased tubsteatlally between 1967 aad 1984. lacoaes of the 
bo t toe 40 percent of faalllea declined la reel teres, while those 
of the top 40 percent rose. 

e The aeon Incoae of ell quintiles waa lower la 1984 than in 1973. 
In 1984, tie man of the top qulntlle was higher than its 1979 
level, while the saens of the other four qulotlles were lower. 

Changes in Income Poverty 

With aeen incomes declining and inequality increasing, it comes es 
no surprise that poverty rates increesed between 1973 and 1984. Table 7 
and Chart 5 show the incidence of poverty using the federal government's 
officiel definition of poverty— $10,609 caeh laeoaa for a faally of four 
in 1984. 5 Poverty for ell persons living In families with children 
declined between 1967 end 1973, increas-d somewhat between 1973 ead 1979, 
and then increesed rapidly between 1979 and * /84. 6 
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Table 7 



The Incidence of Poverty Among PatMM 
Living in Famlliee with Children, 1967-1984 





1967 


1973 


1979 


1 AAA 

1984 


All Families with 
Children 


13. 5Z 


11.4Z 


12.71 


17 .4Z 


Hhlta 
Black 

Hll|nilllv 


9.4 
41.9 

at en 


7.9 
34.4 
iA.y 


9.2 
33.9 


13.S 
39.3 

«?&e J 


All Two-Parent Famlliee 
with Children 


9.9 


6.5 


7.0 


10.6 


Hhita 
Black 
Hispanic 


7.7 
31.3 
n.a. 


5.2 
18.7 
14.8 


6.1 
15.5 
16.8 


9.4 
19.3 
22.6 


All Female-Heeded 
Faalllaa with Children 


47.2 


45.9 


42.4 


48.2 


White 
BUek 
Rlapanlc 


34.2 
67.6 
n.a. 


36.2 
61.1 
61.3 


32.9 
37.1 
56.5 


40.7 
60.5 
63.0 
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Black two-parent faalllea were the only group to difiitt auch froa 
this trend— their 1984 poverty rata, 19.3 percent, waa substantially 
balow tfaair 1967 rata, 31.3 percent. This dacllna does not aupport 
tha vlav that blacks vara aoca hataad than halpad in the aftaiaatfa of 
tha bar on Poverty and Gtaat Society initietives. WhUa poverty rate* 
dacraaaad for black two-perent and faaala-haadad faalllee between 1*67 
and 1984, thay incraaaad for white owo-paraat and faaala-haadad fsalllee. 
Nonetheless, In 1984 black* vara still aach aora likaly than thalr white 
countarparti to ba poor. And, as with faally Incomes, tha greatest dif- 
ferences in poverty rates vera between two-parent and faaala-haadad faal- 
llea. 

Again, tha contrast of tha economic drama tancea of faalllea during 

tha 1949-1969 period, aa coopered to the later years, is striking. 

Poverty declined rapidly (data not shown) for all types of families-- 

white, block, Hispanic, two-parent, and feaale-headed. In 1949 povarty 

waa about 40 percent for person* living in all two-parent faalllea and 

alaoat 80 percent for those in feaale-headed faalllea. 7 By 1969, these 

re tea had fallen to about 10 and about 30 percent, respectively. 

a poverty declined between 1967 and 1973. However, povarty 

incraaaad rapidly after 1973, and the 1984 rata for all faalllea 
with children exceeded tha 1967 rata. Povarty rates in 1984 were 
above the 1967 rata for whites but below the 1967 rata for blacks. 

The Effects of Deaoaraphic end Econoaic Pactors on Poverty 

Why waa poverty for faalllea with children higher in 1984 than in 
1967, in spite of the rapid growth in governaent spending for the poor 
that took place during these years? Ve offer three aajor reeaons. The 
flrat relates to the Increase in the proportion of faalllea heeded by 
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•n. Sine* these families have abovej-average poverty atu, growth in 
their nunbers would have increased poverty for all families even If the 
aeoooalc situation within danographlc groups hid in ms ln sl l constant. 

Tha aaeond reason poverty too* relates to decrease* la tha earnings 
of family hands. Tabla 8 presents oaa aaaaara of tha dlsamelone of tha 
problem-- tha growing pareantaga of families whoaa haada hn "low weekly 
eernlngs.* Va daflna "low corners* as family haada with waakly aaraingo 
balow $204 par waak In 1984 dollars. Soeh persons could not warn tha 
yaarly poverty-line incoaa for a family of four even if thay workad 32 
waako a yaar at thalr currant waakly wage.* In 1984 , about one-fifth of 
husbands handing two- parent famlllas and two-thirds of woman handing 
single-parent faalllas wars low aarnars. 

Tha incldanca of low warnings for haada of all famlllas Increased 
froa 20.8 to 29.9 percent bstween 1967 end 1984; the incidence Increased 
for the heeds of twe-parent faalllas and decreased for female-headed 
faalllas. 

The incidence of low earnings increased more rapidly than did the 
incidence of poverty, suggesting that increases in other locoes sources 
helped aodlfy the trend toward greater poverty. This is particularly 
evident for black two-parent families, for whoa poverty declined substan- 
tially even though the incidence of low earnings was about the same in 
1984 ar it was in 1967. (Ve show balow that the increased earnings of 
wives and increased transfers each contributed to the decline in poverty 
for block two-parent faalllas and kept poverty for white two-parent faal- 
llas froa increasing even wore than it actually did.) 
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Table 8 

Incidence of Lev Weekly laminae of Heeds of Faallles,* 

1967-1984 



Honda of: 


1967 


1973 


1979 


1984 


All Faalllee with 
Cbtldtaa 


20. 8% 


21.5% 


23.8Z 


29.93 


Walt* 
Black 
Hlapealc 


17.1 
48.3 

B* ft* 


17.7 
43.6 
32.8 


19.6 
46.9 
34.6 


25.5 
51.5 
44.0 


All Two-Parent Paalllcs 
with Children 0 


14.3 


12.7 


14.1 


19.5 


Vhlto 
Black 
Hispanic 


12.4 
32.1 
n.e. 


11.4 
24.5 
19.2 


12.6 
26.6 
22.2 


17.7 
32.8 
30.1 


All Peaelc-Hecded 
Feailies with Children 


71.1 


68.9 


61.9 


65.5 


White 
Black 
Hispanic 


64.8 
83.9 
n.a. 


63.8 
78.4 
81.6 


56.7 
71.7 
75.4 


61.4 
72.7 
79.8 



•"Low eemere" arc faally beads with weekly onrelnge balow $204 par waok 
In constant 1984 dollars. Such person* could not earn the poverty-line 
lncoaa for a faally of four even If they worked 52 weeks a year at their 
currant weekly wage. 

b Huebande are classified as the beads of two-parent faallles. 
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Because of the decline la the ml ainiBm wage (Table 9) , tha umber 
of hours that earners in • faally of four working at the aiaimam wage 
would hiT« hid to work to warn tm poverty-line badge'. I n cr ease d from 
2421 hours in 1967 to 3167 hours la 1984. Tm Inttnr amour represents 
60 hours of work weh wmk of tho year. 

Tm third rmson why poverty Inermmd despite tm inermm In 
goverment spending relates to tm distribution of transfer peynenta. A 
largo and growing proportion of tramfors mm received by m elderly. 
Tba first two rows of Tabla 10 show that pre transfer poor fmllias with 
children receive a disproportionately mall and declining ahum of ell 
transfars— they wara about 26 pa remit of all pre trans far poor housaholds 
in both 1967 and 1984, but their share of ash tramfors declined froa 
19.8 to 16.8 parcant. 9 

Tba bottoa rows show that pro trans for poor faalllaa with children 

racalvad such smllar saounts of transfars than households has dad by a 

parson ovar 65 ymrs of aga. The average trans far to tba eldarly poor 

incmasad over ths entlra parlod. Transfars to fmllias with children 

increased substantially between 1967 and 1983, but than declined. Thus, 

in 1984, when the poverty line for e faally of four was $10,609, the 

typical pretrenafer poor faally with children received only about $3000. 

This contrasts to the situation of the elderly, for whoa the poverty line 

for a couple was $6282, and the average transfer res $7322. In addition, 

alios t all of the elderly poor received cash transfers, while only about 

two-thirds of poor faallles with Mid ran received any cash benefits. 10 

e Poverty for faallles with children has increased over tha 

1967-1984 period because of the growth in the nuaber of feaele- 
headed faallles, the incmasad incidence of low earnings eaong 
mle needs of faallles, end the decline after 1973 in the reel 
velue of cash transfers per pre transfer poor faally. 
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Tabla 9 

Tb* Minima Vago and taa Porarty Um, 1967-1984 







1967 


1973 


1979 


1984 


Minima Wage 










Currant dollar* 
Conatant 1984 dollars 


$1.40 
4.35 


$1.60 
3.74 


$2.90 
4.15 


$3.35 
3.35 


Voabar of Boon of Work 
at Mlnlaaa Hag* to bra 
a Povorty-LliM Incona for 
a Four-Paraon Faally 


2421 


2840 


2539 


3167 
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labia 10 

Povartjr and Traufar tacalpt, 1967-1984 







1967 


1973 


1979 


1984 


Pittmsfir Poor faailias 
with Children aa a 
Fereaataga of All 
Pre trans far Poor 
Households 


26. 22 


25.3* 


Al mm 

24.51 


•*£ At 

26 .8* 


Percentage of All Cash 
Tram fort to Pretranefer 
Poor Households Received 
by Pretranefer Poor 
Faaillea with Children 


19. to 


22. 32 


• 

17. 9% 


• f Aav 

16 .82 


Average Gtsh Traaafar 
Received by tba 
Pretranefer Poor 
(1984 dollars): 






r 




Two-Partnt Families 
with Children 


$1832 


$4024 


$3776 


$2946 


Feaole-Haaded Faailias 
vlth Chlldraa 


3908 


3217 


4036 


3276 


Housabolds Headed by 
Elderly Parsons 


4736 


6484 


6926 


7322 



Now: Pra traaafar poor housabolds ara thoto vboM oath lncoaat, 

•xeluding govaroaant traaafar*, fall balow tba porarty Una. 
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The gffgcts of Changes to Income Sourest and the Hean Incomes of Families 
with Children 

Wo heve shown ttmt the 1967-1984 period wi characterised by stagnant 
incomes, rising inequality, and increased poverty for families with 
children. Vc now turn to a* examination of the changing sources of 
family Income. Wo show that the major factor accounting for tha 
Incraaaaa to tha incomes of two-parent families was the Incraaaad aarar 
Inga of wives, Dacllnaa In Iocom for femelc-headed families occurrad 
da • pita an increase in tha hand 9 a earnings. 

Tabla 11 and Chart 6 show a decomposition of family income Into alx 
mutually exclusive catagorlat: tha aarnlnga of tha household haad; tha 
earnings of tha apouaa (which la aero In female-headed families); the 
earnings of other household members; property Income (In teres t 9 dividends 
and rents); public cash transfers (social security, unemployment compen- 
sation, welfare, etc.); and other Income (alimony, interfamlly transfers, 
private pensions, etc.). Also shown are the mean total family Incomes 
and the percentage of two-parent families to which die wife worked. The 
dollar amount received from any income source can be computed as the pro- 
duct the Income share and die mean family income. 

The top panel of the table, for two-parent families with children, 
shows that husband* s aarnlnga declined to relative importance for whites,, 
blacks and Hlspanice, though it remained by far die moat Important Income 
source, Thr share of family income earned by wives increased for all 
groups shown. 
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Teble 11 



Sources of XacoM for Teo-Perent end Foaalo lot doc" 
Feelllea with Children, 1967 end 1964 





PlKMtUI Of 


Vhlto 


Blank 


Blenenic 


Froai 


1967 


1984 


1967 


1*84 


tm 


1984 






Two-Poj 


cent Fealll 


loo with Children 




larnlngt of 
Bvotend 


80.2X 


70.4X 


66.6X 


S6.SX 


71. 1% 
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35 

Consider, for ccupU, white two-parent faallies, whose aura lacone 
Inereaaed from $30,963 to $34,954. Huebande contributed 80.2 percent, or 
$24,832, of tbo total la 1967, and 70.4 percent, or 824*607, la 1984. 
Thai, faally laeoao only wont up teeaaoo of laeroaaat la otbor laeoao 
sources. 

Tba ohoro of faally laeoao attrlbatabla to tte earnings of white 
wives laeroasod froa 10.6 to 18.0 pareoat of laeoao and accounted for 
three-quarters of tte to til laereeae la faally taeoae. The share doe to 
earolnga of white wives Increased teeaaae tte pareentofe Of too-patent 
faalllea with working vivas Inereaaed froa 43.5 to 65.0 percent end 
becauae tte aaan earolnga of wlvea who worked Increased froa $7543 to 
$9680. 11 

for block two-parent faalllea, tte husband's atere declined froa 66.6 
to 56.5 percent, but their average earnings Increased froa $14,067 to 
$15,874. Tte share of black wives Increased froa 19.4 to 31.1 percent 
and accounted for two- thirds of tte Increased faally laeoao. here black 
wives worked In 1984 then in 1967, 71.6 versus 61.5 percent, 4 tte aaan 
eernlnga of working wives Inereaaed froa $6663 to $12,2041 Vhi a working 
black wives earned less than working white wives In 1967, by 1984 they 
earned aore. 

Date for Hlapanlca, not avellable for 1967, tell e story stellar to 
that for whites for tte 1973-1984 psrlod. Husband* ' eernlnga declined 
both In absolute aaount end es e percentage of faally laeoao. And the 
Incowe ahare due to wlvea increased becauae of increases In both tee per- 
centage of wlvea working and In the aaan eernlnga of working wlvee. 
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This increase in family income due to Increased market work by vivos 
cam at tho coot of reduced time available for laituro and boM produc- 
tion. Thus, tho Income change* shown In Tablo 11 overstate tha actual 
gains In well-being. 

Evan though femele family haads incraaaad their earnings, their 

family incomes fall between 1967 and 1984. For example, orer those years 

the earnings of white female femlly haads Incraaaad by 15 percent, bat 

their family Income declined by 7.7 percent} for black female family 

heads, earnings Increased by almost 40 percent f bat family Income fell by 

2.9 percent; between 1973 and 1984 the earnings of Hispanic female heeds 

Increased by 20 percent, bat family Income declined by 13.3 percent. In 

each case, the Increase*: cernlage were more than offset by decl'tas In 

cash transfers end In the eernlngs of other household member** 

e Among the sources of family Income, the eernlngs of wlvns and 
female household head* grew fastest. 

e A greater percentage of white, black and Hispanic wives worked and 
the mean cartings of those working al?o Increased. 

e The Incomes of female-headed households decreased between 1967 end 
1984 in spite of the Increased eernlngs of female household heeds. 

The Effects of Changes In Wives' Earnings on Mean Incomes « Poverty Bates 
and Income Shares 

Table 12 shows that die contributions of wives were Important not 
only in Increasing mean I nc om e of all two-parent families, but also in 
reducing poverty Kates end increasing the lncone share of the lowest 
qulntlle. The first column shows the mean income, poverty ate, and 
Income shore of the bottom qulntlle for all two-parent families for all 
Income sources* The second column shows what these measures would have 

43 
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Taolo 12 

Tba Contribution of Working lftMt • i« All fcro-foronfe Foailiss 
to faally Ineoao, Fowtty loovntion, and tho Iooom gharo 
of tho lotto* Qoiatila, 1967-1984 
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*Dofln«d «• (faally valuo - f tally valua lost vivos* oarnings/ faally voluo 
loss vivos' oarnings) aultlpllsd by 100. Tha 12.5 poreontsgo chaago In ths 
first rov is oquol to 100 tloos (($30,139 - $26, 790)/ $26, 7901 . 



Winsd as 100 tiaos (1984 vslu* - 1967 valoo/1967 valuo). 
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bMn If wives lad not worked at all— that it, we aat vivas' earnings 
equal to ear** and raeoaputad tha Measure with faally incoaa raducad 
accordingly. 12 Coluan 3 shows tha percentage dlffaranca in the two 
eeesures. 

In 1984, tha aaraings of two-perent feailles vara 23.4 parcant higher 
thsn they vonld have baan had wivee not vorkad and had all othar Incoaa 
sources raaainad at thair 1984 levels. Poverty m 39.0 parcant lover, 
and tha incoaa ahara of tha bottoa quintila 14.7 parcant higher, bacauss 
of vivas' aarnings. That vivas increased tha incoaa ahara of tbs bottoa 
quintila aaans that tha ratio of tha aarnings of vivas to othar faally 
incoaa was higher for lov-lncoaa households than for high- incase house- 
holds. 

Tho incone-reising, and poverty- end inequality-reducing, effects of 
tha increased earnings of vivas grew substantially after 1967. Aa shown 
it wttoa panel of Teble 12, poverty in tho absence of vivas' earn- 
ings increased by 23.3 percent, vhlle poverty inducting vivos' earnings 
Increased by 6.1 percent. 

e if vivos' earnings had not increased batveen 1967 and 1984, aaan 
faally incoaa would have grown aore slowly and poverty end incoaa 
inequality would have increesed aore rapidly than thay actually 
did. 

Table 13 shows, for white, black and Hispanic two- parent faalllos, 
the percentage changes in aaan incoaa, poverty and the incoaa share of 
the bottoa quintila that are associated with wives' earnings. In aech 
year, tha effects of wives' earnings on the aaan, poverty and the incoaa 
shore ere siallar for tha three groups. However, in 1984 black vivas had 
a such larger effect on aaan incoaa and a scalier effect on the incoaa 
share of the bottoa quintila than did white wives. In 1967, the earnings 
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Table 13 

The Contribution of Working Wive* to InUy Imam, Poverty Eeaoctlou, 
and tlit Zocom Stare of the lottos Quia tile, 1947-1984 

BS£5S g = 5 , ~ 



Change ■ Vhlto 



too 



1967 



♦11.8 424.1 a.a. 

Poverty rate -25.0 -23.3 e.e. 
8 tar* of bottoa 

quiatlle 45.1 -1.7 n.e. 



1973 



412.7 428.3 416.9 

Poverty nti -30.6 -28.3 -27.4 
Shoro of bottoa 

qulntlle 46.3 -1.5 42.3 

1979 

Moan taeoao 417.2 434.0 421.1 

Poverty rate -30.9 -34.7 -24.4 
Shara of bottoa 

qolntlla 47.9 43.7 43.3 

1984 

Naao ineoaa 422.0 445< . 424.0 

Poverty lata -34.6 -39.5 -26.1 
Shara of bottoa 

qolntlla 414.3 48.9 47.7 



Not*: Pareantaga chengae art defined aa (faally value - faally value 
last wlvee' earning*/ faally valua last vlve*' earning*) 
aultlplled by 100. 
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of black vivas raducad slightly tha incoaa than of tha bottom quiutila, 
Indicating that vivas in lovar-incoa* faalllas vara aarnlng propor- 
tionally laas than thoaa in highar-locoM faalllas. 

Tabla 7 shovad that povarty for black tvo-parant faalllas actually 
dadlnad froa 31.3 to 19.3 parcant, a dlffaraaca in povarty xatas of 38.3 
parcant. Tabla 13 shovs that black vivas raducad povarty la thalr group 
by 23.3 parcant In 1967 and 39.5 parcant In 1984* In tha abaanca of 
vivas 9 aaralnga, povarty would hava fallan only iron 40.8 to 31.9 par- 
cant, a diffaranca in rataa of 21.8 parcant. Thus, a najor portion of 
tha obsarvad dacllna in povarty for blade tvo-parant faalllas is aaso- 
c la tad with Incraasad aarnlngs of vivas. 

Chanaas In tha Antlpovarty If facts of Cash Tranafars 

A sacond Important changa in incoaa sourcas has baan cash tranafars. 
Tabla 14 shovs tha parcantaga of pro trans far-poor housaholda vho racalvad 
cash transfars and tha antlpovarty off act of such tranafars, aaasurad by 
coaparlng tha parcantaga of parsons in povarty af tar tha racalpt of 
transfars vlth tha parcantaga in povarty bafora transfars. This aaasura 
glvas an up par- bound aatlmta, tinea it doas not includa labor-supply 
rasponsas to tha tranafars. l * 

Batvaan 1967 and 1973 tranafar taclplancy aaong tha poor and tha 
antlpovarty affact of tranafars Incraasad; batvaan 1973 and 1979 thay 
stayad falrlv constant; than both dacllnad through 1984. Tha latgast 
incraasa in tha antlpovarty affact of transfars vat for black tvo-parant 
fanlllas. Transfars took a graatar parcantaga of all tvo-parant faalllas 
out of povarty in 1984 than in 1967, but a saallar parcantaga of faaala- 
haadad faalllas. 
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Table 14 

Dependence on Cash Transfers of Fretreaefer foor looeeaolde 
eed Redaction la Poverty Dm to Cosh Treaefere, 1967-1984 
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*Doflnod oa (poattcoaofor poverty - protroaofor poverty/pretreaefer poverty) 
enltlplled by 100. For exsnple, for oil families with children the 
poet transfer poverty rote for 1984 oaa 17.4 percent (aee Table 7). The 
pretteaefer rote te>e 20.6 percent, ao -13.8 la the perceatofe difference 
betNoen the two re tea. 
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This nault U dM mainly to the fact that two-parent families tand 
to ncelve social Insurance benefits (e.g. 9 aoelal security, unemployment 
compensation*), which an likely to ba indexed to prices, while female- 
heeded families an aora likaly to receive waif aca banafita (c.g« 9 Aid to 
Families with Dependent Children), which an not indexed. 

Tha receipt of transfers ami lemllims with children la qulta alal- 
ia r 9 cafardlaaa of race, coca economic need haa beam taken into account. 
Becauee aocial Inauranca tcanafara an ralatad to past earnings, whitaa 
who hava higher corning s, on average, than minor itiaa will receive higher 
aocial security and unemployment banafita* Thcnfon, among tha 
pntranafar poor 9 whitaa an »n likaly than minor! tlaa to ba removed 
from poverty by tranafara because, on average, thay ncelve largar 
tranafar paymanta and an clonr to tha poverty Una bafon tha ncalpt 
of tranafara. 

• Although tha real laval and poverty-reducing effects of cash 
tranafara hava declined since 1973 9 transfers still reduce 
poverty significantly. 



Conclusion 

Our nvlaw of changes in incomes for families with children nakea us 
pessimistic about the proa pacta for raising incomes throughout the income 
distribution. While the economy has grown rapidly since the 1982-1983 
recession, mean family Income In 1984 una still below die 1973 level. 
And 9 even if Income continues to grow ea rapidly aa it haa in tha last 
two years 9 than la no indication that the tnnd toward increased ine- 
quality haa been nveraed. Both poverty and unemployment rates in 1984 9 
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though balow th«lr 1982 and 1983 UfU, wara ttlll Will abort thoaa of 
1979. And, vhllo rapid growth la tfaa 1949-1989 parlod waa aaiociatad 
with wlatlva stability or aaall daellaaa la lnaqaallty, laeoaa growth 
o*ar tha last two yaars baa baan acooapaalad by lacraaaiag ioaqoality. 

i V* 

«'. ,. 
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Notts 

1 Tht Census loco— Matur*— currant aoney lacura received daring the 
calendar year— is dtflnad as tha sua of aoney wefts tad salaries, »t 
lncoaa fro* self-raployarat, social security iacora and cash ttaaafers 
froa other govornraat pcogrras, property Inosra (e.g.. Interest 9 divi- 
dends 9 est tental Iacora) 9 end other Coras of osah lacoas (e.g., private 
pens ions 9 aliaouy). Currant raaey incoae does rat Include lapated rents 9 
governrant or private benefits la kiad (e.g., food straps, Hedicare bene* 
flts 9 saployer-provlded hralth Insurance) 9 nor does it subtract terns, 
although all of these effect a feelly's level of econoalc rail-being and 
are Included in disposable personal Incoae. 

In addition! faaily rail-being is affected by changes in the nuaber 
and types of household units. In recent years 9 the nuaber of households 
has grown auch aore rapidly than bus tha nuaber of persons. Tfaus 9 faaily 
incoae can decline even if per capita disposable incoae increases* 

2 Uhlte 9 black and Hispanic are not actually exclusive categories. 
The Census classifies all persons as either white, black or other 
notufhlte. Because the other nouwhltc category is relatively srall, 
their incoaes are included in the category "all faallles 9 " but are not 
reported separately. Also 9 the Census classifies all persons as being 
either of (or not of) Hlspenlc origin. Thus 9 persons of Hispanic origin 
are included in both the "white" eni "black" categories, end ths 
"Hlspenlc" category includes both whites end blocks. All feallles with 
children are hraded either by both perents or a single ran or woaan. 
Because of the relatively era 11 nuaber of single-parent feallles hraded 
by ran i we do not report their incoaes separately. 

51 
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3 For exaaple, Joseph Miner Ik (Making Tax Choices* Urban Institute 
Prats, 1985, p. 45) stows that the federal ineoM tax and tha employes' • 
i bars of tha social security payroll tax increased between 1965 and 1984 
by about 7 pareanUga points of faally income for a broad nnga of fe.-V 
lias. It ineraasad fron 6.2 to 13.0 pareant for a faally at half tha 
aedlen ineoaa, froa 10.2 to 17.3 for a faally at the aediaa, and froa 
13.2 to 20.6 for e faally at twice the aadian. Thus, taxes ae a parean- 
Uga of ineone aore than doubled for thoae at half tha aediaa while nay 
increased by about 56 percent for thoae et twice the aadian. 

*These cohorts do not contain the aaae faalllee over tine. For 
example , the incoae of e 30-yeer-old husband and wife couple with no 
children in 1949 would not have been included in the early-year aeon, but 
would have been included in 1969 if e child under 18 was living with 
than. Tat, a stellar couple whose youngest child was 5 years old in 1949 
would be included in 1949, but not in 1969. 

Despite changes in the ege structure of the population over tine, the 
aaan agea of heeds of feallles with children in the cohort of thoae 25 to 
45 years old waa constant over the 1949-1984 period. The aaan agaa for 
thoae who were 25 to 45 in 1949, 1967, and 1984 were 35.1, 35.5, end 35.1 
yeara, respectively. 

5 The federal government' a official aaeaure of poverty provides e set . 
of incoae cutoffs edjuated for household slse, the age of the heed of the 
household, and the nuaber of children under age 13. (Until 1981, sex of 
the heed end fera/nonfera residence were other distinctions.) The 
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cutoffs provide an absolute atasure of poverty that specif lot in dollar 
tana ainlaelly decent levels of oonrjaptloo. To aaka then represent tha 
eaae purchasing power aaeh year, ttia official poverty thresholds ara 
updated yearly by an amount corraspooding to tba change In tha Gonsuaer 
Prlca Index. 

6 Cara wast ba tekan la using tha official poverty data. Whan tha 
poverty thrasholds vara aat in tha ald-1960e, tha poor received fan tor 
kind tranafars and paid llttla In taxes. Therefore, one could at that 
tiaa lagltiaately coapara cash incoaa with tba official poverty Unas to 
obtain a fairly accurate plctura of caaourcaa available to aaat tha feel- 
llaa 9 naads. However, during tha late 1960s and aarly 1970a noncash 
transfer banaflta incraasad rapidly. Uhlla thaaa noncash banaflte repre- 
santad only 12 parcant of outlays on Incoaa- tea tea prograas in 1966, tha 
flgura bad risan to about 70 parcant by 1983. Clearly a batter aaasura 
of a family's ability to aaat its needs should include the value of in- 
kind prograas. 

Likewise, taxes detract froa tha availability of resources to aaet 
needs. If taxes had not changed vary auch over this period they could be 
ignored, since the original poverty definition was based on Incoaa before 
taxes. However, tha erosion of the sero bracket aaount In recant years 
and tha Increase in tha social security tax sate have increased the 
aaount of taxes poor f sallies have had to pay. Ideally we would, there- 
fore, like to coapara made with incoaa after taxes and all transfers. 

Unfortunately, we do not have a consistent tlae aeries for poverty 
which adjusts for taxes and the value of In-kind transfers. Nonetheless, 
while the Inclusion of in-kind transfers would reduce the extent of 
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poverty in any single year, It would not significantly altar tha trando 
dlaeuaaad here. 

7 Va aeasured poverty la 1549 by ad Justly tha official poverty 
thraaholda to account for changaa la tha Coosoaor Prlca Index. This la 
tha aaaa procedure that haa baan uaad by tha Oaaana Boraau to updata tha 
thraaholda ainca tha ald-1960s. 

8 If a hand did not work at all daring tha year, we ooaaldar hla or 
har aa a low aaraar, along with thoaa whoa* raportad we ekly cerclage fall 
balow our threshold. Nota that not all faallies haadad by low aarnara 
ara poor* Vhathar or not tha faaily la poor dapanda on ita owa poverty 
Una, which la a function of ita faaily alaa and ita total cash iacoae. 
For cxaaple, consider tha head of a two-person faaily who earns $130 par 
weak for SO weeks, or $7,300 per year. We claeelfy this head aa a low 
ranter, but her/his faaily la not poor because the poverty Una for a 
two- person faaily la $6767. 

On tha other hand, we exclude aoaa poor faallies froa our count of 
low tenia re. For axaaple, a head who earns $230 par weak would not be 
counted aa a low earner even if she/fa* worked only 10 weeks lest year. 
If this ware the faaily 9 a orly inuoae last year, It would ts poor. 
However, s'Whe would not be classified aa a low earner because her/his 
faaily emild escape poverty through full-year work. 

We also ooamtad our low earnings cutoff on tha basis of a pove* 
Una for a faaily of three— which lowers the cutoff to $159 frow *:,04 i- 
1984 dollars—but tha trend toward an increased incident of low earnings 
waa very -iailar to * v *t shown In the text. 
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9 Census data oo family incoca do not distinguish between income 
derived from market and prim to tranefer sources (e.g., wages, dividends 9 
alimony) and that derived fm government transfers (e.g. 9 social 
security, public assistance). As such, Oeaana flgnrea fail to severe ts 
the private economy's antipoverty perfornance from the performance of 
gov er nment cash transfer programs. Household t that do not receive enough 
money income from private sources to caloe them ever the poverty lima 
constitute die pre transfer poor (e more exact t'tle ir Id be pro- 
government* transfer poor). Pretranafer poverty reveals the magnitude of 
the problem faced by the public sector after the market economy and pri- 
vate transfer system (e.g., private pens Ions 9 Interfamlly transfers) have 
distributed their rewards. 

Pretranafer income is determined iy subtracting government cash 
transfers from Census income* This definition eseunes that transfers 
elicit no behavioral responses diet would cause i n com e without transfers 
to deviate from observed pretranafer in c ome. However 9 transfers do 
Induce some labor-supply eductions, so recipients* net Incomes ere not 
Increased by die full amount of the transfer— true pretranafer poverty 
is likely to be so mewhat lower than measured pretranafer poverty* 

10 In contrast to the increased poverty smong families with children, 
poverty among the elderly declined dramatically between 1967 end 1984 9 
with moat of the decline attributable to increased government transfers* 

11 The income share due to wives* earnings la affected by changes in 
both the percentage of wives working end the mean earnings of working 
wives* In 1967 9 ell white wives accounted for 10*6 percent of die mean 
family Income of $30,963, or $3282* Since 43*5 percent of all Hives 
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accounted for this lncoaa, the Man eernings of wivss who vorkad was 
$7545 (I3282/.435). 

l2 These coaputetlons issue* that a husband would not work aora if hit 
wlfa reduced bar aarkat work. As such, they art uppar-bound estimates of 
tha affacta of wives* eernings. Incorporation of huabanJa' responses 
would affact tha aaount of changa attrlbutad to wives la any year, hut 
would not affact tha tranda discussed. 

l3 ?or exaaple, consider an individual who sarna $3000. Assuaa that 
after tha passege of a public aaslstanca prograa, tha parson reduces 
hours of work, earns $2500 and receives a tranafar of $1750. Total 
lncoaa la now $4250, $1250 higher than that aamad bafora tha profraa was 
in place. Bacauaa £ncoae in tha absanca of transfers is unobserved, wa 
and tha authors of aost other studies aaaaura the redistrlbutlve effect 
of transfers as the $1750 difference between pretranafer and poettransfer 
lncoaa ($4250 - $2500), not aa the $1250 increase in final lncoaa. 
Incorporation of such labor-supply responses to transfers would lower the 
entlpoverty effectiveness in any year, but would not affact the trends. 

l4 Welfere benefits, particularly Aid to Paallles with Dependent 
Children, vary widely by region and are lowest in the South. Since e 
greater proportion of blacks than whites live in the South, blacks, on 
averege, elso receive lower welfere benefits. 



r. 



o 1 I3AJIAVA Y90D T238 56 BEST COPY AVAILABLE 



-50- 

AFPENDIX 

How Have Faalllee with Children, Bean Faring? 
Sheldon Dans Igor and Pa tar Cottachalk 

Our paper ovalnataa ehangaa In tha Sevel and dlatrlbutlon of family 
Income for f» allien wlith ehlldron. Aa ahown in tha text In labia 2, tha 
number of such fanlllas Ineraaaad between 1973 and 1984 by 7.1 percent, 
fron 31.1 to 33.3 nllllon. Dnring that sea* period, however, average 
fanlly else dacllnad by 9.6 percent, fron 4.1$ to 3.7S persona and tha 
nuabar of ehlldron und»r 18 living In these families dacllnad by 8.2 par- 
cent, free 68.4 to 62.8 nllllon. 

Thus, one nay ask whether the trends discussed in the text also hold 
for chsnges In the econoale well-being of children. That Is, could 
children be better off, even if fanlly Incones declined, because the 
reduced fanlly incoae was shored anong fewer fanlly members? Further 
analysis of the data show that this is not the case. The trends 
discussed for fsally income era basically the sane as those for per 
capita family Income end for per capita fanlly Income per child— income 
on average did not increese between 1973 snd 1984; the income distribu- 
tion become more unequal; and the majority of children lived in house- 
holds whose Incomes were lower in 1984 then they were in 1973. 

Appendix Table A-l shows, for oil families with children for 1973 and 

» 

1984 9 the share of aggregate Income received fay each qulntlle in the top 

panel and die mean Income In 1984 dollars of families in each qulntlle in 

the bottom panel for three Income concepts: 

a family income <tf /families (these numbers are from Tables 5 and 6 
in the text) / 

e per capita family income of families 

• per capita family Income of children 
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Par capita income provide* a simple adjustment for differences in 
family site. According to this measure, a three-person faaily with an 
incoaa of $15,000 hat the aaaa level of well-being aa a four-person 
faaily with $20,000. Many analysts think that par capita incoaa makes 
too great an adjustment for faaily site difference* beceuae it does not 
account for economies of scale in faaily conaaaption. Par example, e per 
capita measure indicates that a family of aix needa twice the income of e 
family of three to achieve any specific level of well-being, while the 
official poverty lines, that do acount for economies of scale, indicate 
that the six-person family needs 72 percent mora income to be as wall 
off as the three-person family. Thus, while the family income data in 
* the text do not make any edjustments for the recent declines in fsaily 
size, per capita income overadjusts. 

Ve evaluate changes in per capita income for ell feel lie* end for 
children only. That is, e two-parent family of four with an income of 
$20,000 is counted first es one faaily with a par capita income of $5000 
anf then as two children, each with a per capita incoae of $5000. 

While the percentage changes between 1973 end 1984 in the means of 
the three incoae concepts differ somewhat, the changes * '•equality are 
remarkably similar. The declines in the number of persons and number of 
children result in no change in the mean of the two per capita measures 
instead of the 8.3 percent decline in the feally income measure. But ell 
three distributions show the ssae increase in Inequality (top panel): 
the Income share of the bottom three qulntles declined end those of the 
top two lncreesed, with the largest decline for the bottoa quintile end 
the largest increase lor the top. The trend in the Man incoae in each 
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qulntlle (bottom panel) It quit* similar: the lowest Income groups fell 
further behind tbt higher IncoM groups. For foully Income, each quln- 
tlle lost, and the losses declined oo Income Increased; for per capita 
foully Income or per capita family Income of children, only the lowest 
three dec ilea lost. 

The trends In the three measures are suite similar because children 
are very equally distributed mcroaa the family Income aula tiles and 
because the decline In the number of children per family una not too dif- 
ferent across the Income distribution, Teble 4-2 shows the percentage of 
all children In each of the family Income qulntlles- i» 15-73 mud 19*4 In 
the top panel and the number In each qulntlle In the bottom. The percen- 
tage of children In each qulntUe varied only from a high of 21.2 per- 
cent to e low of 18.8 percent In the two years. The lowest income 
qulntlle had 5.3 percent fewer children In 1984 while the top had 13 4 
percent fewer. It is because of these changes In the number of children 
per qulntlle that the mean par capita family Income of the top two quln- 
tlles of children lncreesed while their mean family Income decreased bet- 
ween 1973 end 1984. 

Thus, the shift from foully Income to fenlly Income psr capita 
measures does not alter our conclusions that economic performance was 
disappointing between 1973 end 1984 end that lnequellty lncreesed. 
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ttbla A-l 

Ibt Level and Distribution of Inane, All MOJoi tdth Children, 

1973 end 1984 
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I. Stan of Aoragate InooH 
lecalved bjr tacfa Quintlla 














KhUjt Jnoon of families 

1973 
1984 

latlo: 1984/1973 star* 


S.78 
4.16 
0.72 


12.84 
11.17 
0.87 


»30 

17 JO 
0.97 


2439 
2534 
134 


38.28 

42.13 
1.10 


1003 
XD.0 
1.00 


Par capita tellj Jnoon 
of fanillce 

1973 

1 DBA 

latlo: 1984/1973 


535 
4*33 
0.74 


12.75 
11.20 
0.88 


18.21 - 
1737: 
0.95 


2330 
2432 
133 


39.58 
42.58 
138 


103.0 
1003 
1.00 


Pwr capita £a«Uy loooas 

of cMldtao 

tern 

1964 

Ratio: 1984/1973 ahata 


J •Jo 
3.96 
0.74 


12.01 
10.48 
0.87 


17.86 . 
17.03 
0.95 


2433 
24.48 
131 


40.53 
44.04 
139 


JftXJsU 

1003 
130 




Mean ] 


Ettaon of Quintlla (1984 dollars) 




II> Hon Inoon 


• 

1 


2 


3 


4 
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Man of all 
FnUlef 


Family Income of (millet 
1973 
1984 

Ptfoentaga cfaang> 


9308 
6142 
-34.0 


20,678 
16,491 
-20.2 


2B»968 
25336 
-10.9 


38,796 
36,967 
-4.7 


63358 
62,198 
-1.7 


32306 
29,527 
43 


Par capita faailjr income 
of fadliaa 

19)3 
1984 

FaioantnB* change 


2288 
1689 
-26.2 


4986 
4369 
-12.4 


7122 
6777 
-4.8 


9308 
9566 
«3 


15,401 
16,612 
♦7.9 


7822 
7803 
-0.24 


Par capita family inane 

of childrtn 
1973 • / 
1984 ' 
Patoantaga change 


1825 
1356 
-25.7 


4075 
3568 
-12.0 


6060 
5831 
-33 


8221 
8382 
42.0 


13,752 
15,080 
49.7 


6786 
6848 
40.91 
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Table A-2 

Distribution of Children, by FaailjTIncoae Qu in tile, 

1973 and 1984 



finally toco— Qalntllo 





1 


2 


3 


4 


5 


Total 


Percentage of 
All Children 

1973 

1984 


20.6 
21.2 


19.7 
20.2 


19.8 
20.1 


20.0 
19.6 


19.9 
18.8 


100.0 
100.0 


Muaber of Children 
(allllone) 

1973 

1984 

Percentage Change 


14.08 
13.33 
-5.3 


13.45 
12.72 
-5.4 


13.57 
12.64 
-6.9 


13.71 
12.34 
-10.0 


13.61 
11.79 
-13.4 


68.4 
62.8 
-6.2 
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